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FINANCIAL-COMPLIANCE  AUDITS 


Financial-compliance  audits  are  conducted  by  the  Office  of  the  Legislative  Auditor  to  deter- 
mine if  an  agency's  financial  operations  are  properly  conducted,  the  financial  reports  are  pre- 
sented fairly,  and  the  agency  has  complied  with  applicable  laws  and  regulations  which  could 
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States  General  Accounting  Office.  Financial-compliance  audit  staff  members  hold  degrees 
with  an  emphasis  in  accounting.  Most  staff  members  hold  Certified  Public  Accountant 
(CPA)  certificates. 

The  Single  Audit  Act  of  1984  and  0MB  Circular  A-128  require  the  auditor  to  issue  certain 
financial,  internal  control,  and  compliance  reports  regarding  the  state's  federal  financial 
assistance  programs,  including  all  findings  of  noncompliance  and  questioned  costs.  This 
individual  agency  audit  report  is  not  intended  to  comply  with  the  Single  Audit  Act  of  1984 
or  0MB  Circular  A-128  and  is  therefore  not  intended  for  distribution  to  federal  grantor 
agencies.  The  Office  of  the  Legislative  Auditor  issues  a  statewide  biennial  Single  Audit 
Report  which  complies  with  the  reporting  requirements  listed  above.  The  Single  Audit 
Report  for  the  two  fiscal  years  ended  June  30,  1987  has  been  issued.  Copies  of  the  Single 
Audit  Report  can  be  obtained  by  contacting: 
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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

This  is  our  financial-compliance  audit  report  on  the  Department  of 
Justice's  (including  the  Crime  Control  Division  and  Highway  Traffic  Safety 
Division)  financial  activity  for  fiscal  years  1987-88  and  1988-89.    Included  in  lliis 
report  are  issues  concerning  contracted  services  law  and  policy,  indirect  cost 
reimbursement,  expenditure  accrual  policy,  and  license  tab  reconciliation. 

We  thank  the  Attorney  General  and  his  staff  for  their  cooperation  and 
assistance  during  the  audit. 
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Scott  A.  Seacat 
Legislative  Auditor 
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Elected,  Appointed,  and  Administrative  Officials 


AtUimcy  General 


Mike  Greely  (through  January  1,  1989) 
Marc  Racicot  (effective  January  I,  1989) 


Current  Division 
Administrators 


Michael  Robinson,  Central  Services 

Ed  Hall,  Crime  Control 

John  Mathews,  Data  Processing 

Marv  Dye,  Forensic  Science 

Colonel  Robert  Griffith,  Highway  Patrol 

Albert  Coke,  Highway  Traffic  Safety 

Gary  Carrell,  Law  Enforcement  Services 

Judy  Browning,  Legal  Services 

Dean  Roberts,  Motor  Vehicle 

Greg  Noose,  Law  Enforcement  Academy  (effective  December  4, 

1989) 
Robert  Robinson,  Gambling  Control  Division  (effective  July  1, 

1989) 


Montana  Board  of 

Term 

Crime  Control 

Expires 

Gordon  Browder,  Chairman 

Missoula 

1/7/93 

Ardith  Aiken 

Great  Fails 

1/1/91 

Craig  J.  Anderson 

Glendive 

1/1/91 

Diane  G.  Barz 

Helena 

1/2/93 

Don  Bjertness 

Billings 

1/2/93 

Bob  Butorovich 

Butte 

1/2/93 

Andree'  Deligdisch 

Great  Falls 

1/1/91 

John  T.  Flynn 

Townsend 

1/2/93 

Frank  W.  Hazelbaker 

Poison 

1/2/91 

Matt  Himsl 

Kalispell 

1/2/91 

Gene  Kiser 

Billings 

1/2/93 

Rick  Later 

Dillon 

1/2/93 

Rex  Manuel 

Fairfield 

1/2/93 

Don  Peterson 

Poison 

1/2/93 

Mary  Lou  Peterson 

Eureka 

1/2/93 

John  Pfaff 

Whitefish 

1/2/93 

Marc  Racicot 

Helena 

1/2/93 

Jean  Turnage 

Helena 

1/2/93 

Page  ii 


Summary  of  Recommendations 

The  listing  below  serves  as  a  means  of  summarizing  the  recommendations  contained  in  the  report, 
the  department's  response  thereto,  and  a  reference  to  the  supporting  comments. 

Recommendation  #1  We  recommend  the  department  continue 

to  improve  review  procedures  to  ensure 
contracted  services  are  administered  in 
accordance  with  state  law  and  policy 8 

Agency  Response:   Concur.   See  page  29 

Recommendation  #2  We  recommend  the  department  comply  with 

or  seek  legislation  to  repeal  state  law 
relating  to  highway  patrol  appointments 8 

Agency  Response:   Concur.   See  page  29. 

Recommendation  #3  We  recommend  legislation  be  enacted  to 

clarify  the  appointment  authority  for 
the  Highway  Traffic  Safety  Division 
administrator 9 

Agency  Response:   Conditionally  Concur.   See  page  30. 

Recommendation  #4  We  recommend  the  Crime  Control  Division 

recover  all  allowable  indirect  costs  of 
administering  federal  programs II 

Agency  Response:   Concur.   See  page  31. 

Recommendation  #5                      We  recommend  the  department  record  retire- 
ment expenditures  in  the  proper  fiscal  year 
in  accordance  with  state  accounting  policy II 

Agency  Response:   Concur.   See  page  30. 

Recommendation  #6  We  recommend  the  department  compare  state 

and  county  vehicle  license  tab  inventories 13 

Agency  Response:   Concur.  See  page  30. 
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Introduction  and  Audit 
Objectives 


We  performed  a  financial-compliance  audit  of  the  Department 
of  Justice  for  fiscal  years  1987-88  and  1988-89.   The  objectives 
of  the  audit  were  to: 


1)  Determine  if  the  department  complied  with  appli- 
cable state  and  federal  regulations. 

2)  Identify  areas  needing  improvement  in  the  manage- 
ment and  internal  controls  of  the  department. 

3)  Determine  if  the  department's  financial  schedules 
present  fairly,  in  accordance  with  state  accounting 
policy,  the  results  of  its  operations  for  the  two  fiscal 
years  ended  June  30,  1989. 

4)  Determine  implementation  status  of  prior  audit 
recommendations. 

The  Crime  Control  and  Highway  Traffic  Safety  Divisions  are 
attached  to  the  Department  of  Justice  for  administrative  pur- 
poses only.   The  financial  schedules  of  the  department  and  these 
two  divisions  are  combined  in  the  audit  report. 

The  report  contains  six  recommendations  to  the  department. 
The  recommendations  address  areas  where  the  department  can 
improve  internal  controls,  accounting  procedures,  and  compli- 
ance with  laws  and  regulations.    Other  concerns  deemed  not  to 
have  a  significant  effect  on  the  successful  operations  of  the 
department  programs  are  not  specifically  included  in  the  report, 
but  have  been  discussed  with  management. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  and 
disclosed  the  costs,  if  significant,  of  implementing  the  recom- 
mendations made  in  this  report. 


Backgntund  and 
Organization 


The  Department  of  Justice  was  created  on  September  1,  1972, 
through  the  Executive  Reorganization  Act  of  1971.   The  Attor- 
ney General,  who  is  elected  to  serve  a  four-year  term,  heads  the 
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department.   The  department's  primary  functions  are  to  provide 
for  effective  statewide  law  enforcement,  legal  services,  and 
public  safety. 

In  the  same  Executive  Reorganization  Act  that  created  the 
Department  of  Justice,  the  Board  of  Crime  Control  was  estab- 
lished and  attached  to  the  Department  of  Justice  for  admin- 
istrative purposes.   The  board  is  composed  of  18  members 
appointed  by  the  governor  and  confirmed  by  the  senate.   The 
staff  hired  by  the  board  operates  as  the  Crime  Control  Division. 

The  Highway  Traffic  Safety  Program  was  attached  to  the 
Department  of  Justice  for  administrative  purposes  in  1981.    The 
program  is  headed  by  a  division  administrator.    As  discussed  on 
page  8,  current  law  needs  legislative  clarification  to  determine 
who  should  appoint  the  administrator.   The  program  operates  as 
the  Highway  Traffic  Safety  Division. 

The  department  and  the  two  attached  divisions  were  budgeted 
approximately  550  full-time  equivalent  employees  in  the  1988- 
89  biennium.    Budgeted  expenditures  were  approximately 
$25.5  million  and  $25.9  million  in  fiscal  years  1987-88  and 
1988-89,  respectively. 

The  expenditures  are  grouped  by  program  in  the  appropriation 
legislation  and  are  summarized  by  program  in  the  Schedule  of 
Budgeted  Program  Expenditures  by  Object  and  Fund  -  Budget 
and  Actual  in  the  financial  schedules  on  pages  21  and  22  of  this 
report.   The  management  division's  functions  and  the  programs 
administered  are  listed  below: 

Legal  Services  -  provides  the  Attorney  General  with  legal 
research  and  analysis;  legal  counsel  for  state  government 
officials,  bureaus,  and  boards;  legal  assistance  to  local 
governments  and  Indian  tribes;  legal  assistance,  training, 
and  support  for  county  prosecutors;  and  legal  advice  and 
support  for  all  state  agencies.   The  division  administers  tiie 
legal  services,  Indian  legal  jurisdiction  services,  county 
prosecutors  services,  and  agency  legal  services  program 
expenditures. 
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Central  Services  -  provides  centralized  accounting,  admin- 
istrative, budgetary,  and  fiscal  support  for  the  department 
and  administers  the  Central  Services  Division,  county 
attorney  payroll  and  extradition  and  transportation  of 
prisoners  program  expenditures. 

Crime  Control  -  prepares  and  implements  an  annual  plan 
for  strengthening  Montana's  criminal  justice  system.  In 
addition  to  administering  federal  grant  funds,  the  division 
provides  support  services  to  criminal  justice  agencies  in  the 
form  of  peace  officer  certification,  data  collection,  and 
research.    Effective  July  1,  1987,  the  division  is  responsible 
for  the  administration  of  the  Crime  Victims'  Compensation 
Act  of  Montana.   The  program  expenditures  administered 
by  the  division  are  board  of  crime  control  and  board  of 
crime  control  action.    In  fiscal  year  1988-89  it  admin- 
istered the  justice  system  support  services  program. 

Data  Processing  -  provides  the  department  with  automated 
data  processing  and  law  enforcement  telecommunication 
capabilities.   The  division  administers  the  data  processing 
program  expenditures. 

Forensic  Science  -  performs  scientific  analyses  of  speci- 
mens submitted  by  law  enforcement  officials,  coroners, 
and  state  agencies;  promotes  forensic  science  training  and 
scientific  criminal  investigations  in  the  state  and  manages  a 
statewide  system  of  death  investigations.   The  division 
administers  the  forensic  sciences  program  expenditures. 

Highway  Patrol  -  patrols  the  highways  and  is  responsible 
for  accident  investigation,  motorist  assistance,  auto  theft 
investigation,  vehicle  inspection,  and  enforcement  of  com- 
mercial vehicle  regulations  and  general  traffic  laws.   The 
division  administers  the  highway  patrol  program 
expenditures. 

Highway  Traffic  Safety  -  implements  a  comprehensive 
traffic  safety  program.  Its  primary  function  is  to  coordi- 
nate and  provide  technical  assistance  for  the  efforts  of 
federal,  state,  and  local  political  subdivisions  in  highway 
safety.   This  division  administers  the  highway  traffic 
safety  program  expenditures. 

Law  Enforcement  Services  -  assists  law  enforcement 
agencies  and  promotes  enforcement  cooperation  between 
federal,  state,  county,  and  city  agencies  through  its  investi- 
gative work.   The  division  administers  the  law  enforcement 
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services,  fire  marshal  bureau,  identification  bureau, 
criminal  investigation  bureau,  and  special  investigation 
section  program  expenditures. 

Lavy  Enforcement  Academy  -  provides  a  professional  edu- 
cation and  training  program  in  criminal  justice  for  Mon- 
tana law  enforcement  officers  and  other  criminal  justice 
personnel.   The  division  administers  the  law  enforcement 
academy  program  expenditures. 

Motor  Vehicle  -  provides  for  vehicle  registration  and 
driver  licensing.    The  registrar's  bureau  in  Deer  Lodge  is 
included  in  this  division.    Program  expenditures  admin- 
istered by  this  division  include  driver  services  bureau  and 
registrar's  bureau. 

On  July  1,  1989,  the  department  began  operation  of  the 
Gambling  Control  Division.   The  division  is  responsible  for 
licensure,  regulation,  and  enforcement  of  gambling  activities  in 
the  state  of  Montana.   The  division  was  created  by  the  51st 
Legislature  in  1989  in  a  bill  generally  revising  gambling  laws. 

Offices  maintained  outside  the  capitol  complex  include  the 
registrar's  bureau  in  Deer  Lodge,  law  enforcement  academy  in 
Bozeman,  division  of  forensic  science  in  Missoula,  and  various 
highway  patrol  field  offices  and  driver  examination  stations 
located  throughout  the  state. 
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Prior  Audit 
Rccom  mendations 


The  last  financial-compliance  audit  of  the  Department  of  Justice 
was  performed  by  our  office  for  the  two  fiscal  years  ended 
June  30,  1987.   The  report  of  that  audit  contained  eight  recom- 
mendations still  applicable  to  the  department  and  one  recom- 
mendation to  the  governor's  office.   The  department  concurred 
with  all  eight  of  these  recommendations  and  the  governor's 
office  concurred  with  the  one  recommendation.    We  reviewed 
the  implementation  status  of  these  recommendations  during  our 
audit.   Of  the  nine  recommendations,  the  department  imple- 
mented three,  partially  implemented  two,  and  did  not  implement 
three.   The  governor's  office  did  not  implement  the  other 
recommendation. 


The  four  recommendations  not  implemented  relate  to  written 
contracts  for  services,  the  governor  seeking  legislation  to  clarify 
appointment  authority  for  the  Highway  Traffic  Safety  Division 
administrator  position.  Crime  Control  Division  not  having  an 
indirect  cost  plan,  and  lack  of  a  reconciliation  of  motor  vehicle 
registration  document  inventories.   These  four  recommendations 
are  again  discussed  on  pages  6,  8,  9,  and  12,  respectively. 
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Compliance  with  State  We  noted  five  different  types  of  findings  related  to  the  depart- 

Law  and  Policies  ment's  compliance  with  various  state  laws  or  policies.   The  five 

types  of  findings  are: 

Compliance  with  contracted  services  laws  and 

policies 

Compliance  with  highway  patrol  appointments 

Clarification  of  administrator  appointment  law 

Indirect  cost  reimbursement 

Expenditure  accrual  policy. 


Contracted  Services  We  noted  three  instances  where  the  department  received  services 

from  outside  entities  for  which  a  written  contract  should  have 
been  executed  and  no  written  contract  was  in  evidence.   The 
Highway  Patrol  Division  routinely  incarcerates  state  prisoners  in 
county  jail  facilities  around  the  state.   The  department  does  not 
have  written  contracts  with  any  of  the  counties  to  provide  this 
service.    It  would  be  advisable  for  the  department  to  have  a 
written  agreement,  since,  without  the  written  agreement,  rights 
and  duties  of  the  parties  are  not  specified.    Department 
personnel  indicated  section  7-32-2209,  MCA,  set  maximum 
limits  on  the  per  diem  expenses  that  a  county  facility  could 
charge.    However,  the  law  setting  the  maximum  charge  was 
repealed  by  the  51st  Legislature  in  1989.    New  laws  requiring 
written  agreements  were  passed  by  that  session.   Section  7-32- 
2242(2),  MCA,  states,  in  part,  "If  a  person  is  committed  to  a 
detention  center  by  a  government  not  responsible  for  the 
operation  of  the  detention  center,  the  committing  government 
unit  shall  pay  the  costs  of  holding  the  person  in  confinement  as 
agreed  upon  by  the  government  unit  and  the  detention 
center  .  .  ." 

We  also  noted  an  instance  where  the  department  paid  $12,300 
for  presentation  of  drug  education  programs  in  eastern  Montana 
cities.   The  department  did  not  have  a  written  agreement  with 
the  provider  of  this  service  nor  could  it  show  that  a  list  of  other 
service  providers  was  maintained  in  the  central  office  of  the 
department.   State  policy  requires  written  contracts  for  all 
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consulting  services  prior  to  commencement  of  contractual  work. 
State  policy  also  requires  agencies  to  maintain,  in  their  central 
office,  a  list  of  all  consultants  wishing  to  be  considered  for  state 
work. 

Agency  personnel  indicated  there  must  have  been  a  contract  for 
the  drug  education  program  but  one  could  not  be  found.   The 
agency  does  not  maintain  a  list  of  service  providers  in  the 
central  office.   Agency  personnel  indicated  that  the  only 
consultants  list  maintained  was  at  the  Law  Enforcement 
Academy  Division  offices  in  Bozeman,  because  that  division  is 
the  only  division  that  frequently  contracts  for  those  services. 
However,  the  drug  education  programs  were  not  organized 
through  that  division  but  rather  through  the  Law  Enforcement 
Services  Division,  Criminal  Investigation  Bureau. 

As  noted  in  our  prior  report,  the  Highway  Traffic  Safety 
Division  still  contracts  for  services  with  an  individual  who  is 
performing  services  more  consistent  with  an  employee/employer 
relationship  than  that  of  an  independent  contractor's  relation- 
ship.   The  individual  prepares  slide  shows,  brochures,  and  other 
media  based  items  and  is  paid  on  a  completed  project  basis. 
However,  the  division  exercises  significant  control  over  the 
preparation  and  presentation  of  the  information.    We  noted  in 
our  last  report  that  agency  personnel  had  been  trying  to  obtain 
additional  personnel  authorization  to  allow  the  staffing  of  a 
position  with  duties  similar  to  those  performed  by  this  indi- 
vidual. 

We  first  identified  contracting  procedure  issues  at  the  depart- 
ment during  a  1987  performance  audit  of  state  contracted 
services.   We  followed  up  on  these  issues  in  our  financial- 
compliance  audit  of  the  department  for  fiscal  year  1985-86  and 
1986-87  and  noted  the  issues  remained.    We  recommended  the 
department  implement  procedures  to  ensure  contracted  services 
are  administered  in  accordance  with  state  law  and  policy. 
Department  officials  indicated  procedures  have  been 
implemented  to  ensure  compliance.    As  a  result  of  the  current 
findings,  we  recommend  the  department  continue  to  improve 
procedures. 
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Findings  and  Recommendations 


Recommendation  #1 

We  recommend  the  department  continue  to  improve  review 
procedures  to  ensure  contracted  services  are  administered 
in  accordance  with  state  law  and  policy. 


Highway  Patrol 
Appointments 


The  department  cannot  demonstrate  compliance  with   section 
44-1-403,  MCA,  that  requires  replacements  and  additions  to  the 
highway  patrol  force  be  chosen  in  equal  numbers  from  each  of 
the  five  highway  districts.   The  department  does  not  identify 
patrolmen  as  to  the  highway  district  when  hired.    As  a  result, 
there  is  no  way  of  showing  compliance  with  the  law. 


Department  personnel  indicated  current  hiring  practices  involve 
advertising  statewide  for  all  positions  and  the  best  applicants 
statewide  are  selected.   This  hiring  practice  was  adopted  to  limit 
the  state's  exposure  to  potential  lawsuits  based  on  discriminatory 
hiring  practices.   The  department  should  comply  with  or  seek 
legislation  to  repeal  the  law. 


Recommendation  #2 

We  recommend  the  department  comply  with  or  seek 
legislation  to  repeal  state  law  relating  to  highway  patrol 
appointments. 


Administrator 
Appointment 


The  Highway  Traffic  Safety  Program  (CFDA  #20.600)  is 
administered  by  the  Highway  Traffic  Safety  Division.   The 
division  is  headed  by  an  administrator  who  is  responsible  for 
division  operations.   The  Highway  Traffic  Safety  Program  was 
established  to  enable  the  state  to  receive  federal  funding  for 
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highway  traffic  safety.   The  original  legislation,  Chapter  177, 
Laws  of  1967,  provided  for  a  Highway  Traffic  Safety  Board 
appointed  by  the  governor  and  responsible,  among  other  things, 
for  hiring  of  necessary  personnel  to  carry  out  the  intent  of  the 
Highway  Traffic  Safety  Act. 


During  recodification  in  1974,  Chapter  348,  Laws  of  1974, 
repealed  legislation  relating  to  the  Highway  Traffic  Safety  Board 
thereby  abolishing  the  board.    No  provisions  were  made  for  the 
appointment  authority  of  the  division  administrator. 

Section  2-15-2007,  MCA,  provides  that  Highway  Traffic  Safety 
Division  is  administratively  attached  to  the  Department  of 
Justice  but  the  program  may  hire  its  own  personnel.    Section  61- 
2-103,  MCA,    provides  that  the  governor  is  responsible  for  the 
administration  of  the  program.   Since  both  state  and  federal 
regulations  require  the  governor  be  responsible  for  the 
administration  of  the  Highway  Traffic  Safety  Program,  it 
appears  the  governor  should  be  the  appointing  authority  for  the 
administrator  of  the  Highway  Traffic  Safety  Division.    We 
recommended  in  our  last  audit  report  that  the  governor  seek 
legislation  to  clarify  appointment  authority  for  the  division 
administrator.   The  legislation  was  not  requested. 


Recommendation  #3 

We  recommend  legislation  be  enacted  to  clarify  the 
appointment  authority  for  the  Highway  Traffic  Safety 
Division  administrator. 


Indirect  Cost  We  recommended  in  our  three  prior  audits  the  Crime  Control 

Reimbursement  Division  prepare  an  indirect  cost  proposal  and  recover  indirect 

costs  of  federally  supported  programs.   Slate  policy  requires 
agencies  prepare  an  indirect  cost  proposal  to  claim  indirect  costs 
for  both  agency  and  statewide  allocated  indirect  costs.   Section 
17-3-1 1 1,  MCA,  states  in  part,  "grantee  agencies  shall,  in 
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accordance  with  federal  regulations  and  guidelines,  negotiate 
indirect  costs  rates  and  endeavor,  to  the  fullest  extent  possible, 
to  recover  indirect  costs  of  federal  assistance  programs." 

Indirect  costs  include  both  the  overhead  costs  originating  in  an 
agency  performing  a  grant  or  contract  and  the  costs  of  central 
government  services  distributed  through  the  statewide  cost 
allocation  plan  (SWCAP)  and  not  otherwise  treated  as  direct 
costs.    In  fiscal  year  1987-88  and  fiscal  year  1988-89,  $9,989 
and  $11,662,  respectively,  were  allocated  to  the  division  for 
SWCAP  costs.   A  portion  of  these  costs  may  be  recoverable  if  an 
indirect  cost  proposal  has  been  prepared  and  negotiated  with  the 
federal  government.   The  potential  for  indirect  cost  recovery 
may,  however,  be  limited  by  grant  provisions. 

In  our  last  audit  a  division  spokesman  responded  that  the  three 
large  block  grants;   Juvenile  Justice  (CFDA  #16.540),  Criminal 
Justice  (CFDA  #16.573),  and  Victim's  Assistance  (CFDA 
#16.575),  placed  limits  on  administrative  cost  claims.    Division 
personnel  indicated  the  maximum  allowable  amount  of 
administrative  cost  was  already  being  charged  to  these  programs 
as  direct  charges.   The  division  believed  it  was  not  cost  effective 
to  prepare  an  indirect  cost  proposal  since  the  grants  placed 
limits  on  or  allowed  no  administrative  cost  recovery.    Although 
the  division  did  not  believe  it  would  be  cost  effective,  the 
division  indicated  it  would  prepare  an  indirect  cos,,  proposal  to 
comply  with  state  policy.    Our  follow  up  during  the  current 
audit  revealed  no  indirect  cost  recovery  plan  has  been  prepared. 
Division  personnel  indicated  changes  in  administrators  and 
employee  turnover  delayed  preparation.    At  a  minimum  the 
division  should  negotiate  to  recover  SWCAP  indirect  costs  and 
seek  recovery  for  the  indirect  costs  before  charging  direct  costs. 
The  negotiation  of  including  SWCAP  costs  where  allowable 
should  result  in  insignificant  costs  to  the  division. 
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Recommendation  #4 

We  recommend  the  Crime  Control  Division  recover  all 
allowable  indirect  costs  of  administering  federal  programs. 


Expenditure  Accrual  The  Department  of  Justice  did  not  accrue  June  1989  retirement 

expenses  related  to  the  highway  patrol.   State  policy  requires 
accrual  of  charges  for  services  in  the  year  the  services  were 
received.   Since  retirement  expense  is  related  to  the  service  of 
employees,  the  retirement  expense  should  be  recorded  in  the 
same  period  as  the  related  wages.   This  resulted  in  Special 
Revenue  Fund  expenditures  and  liabilities  being  understated  by 
$38,934  in  fiscal  year  1988-89  and  expenditures,  potentially, 
being  overstated  by  $38,934  in  fiscal  year  1989-90. 

Department  personnel  indicated  they  did  not  accrue  the 
retirement  expense  because  after  fiscal  year  1988-89  each  period 
would  have  12  full  months  of  retirement  expenditures  and 
accounting  would  be  simplified.    However,  the  departments 
procedures  misstate  its  liabilities  at  June  30  each  year.   State 
accounting  policy  also  requires  the  department  to  accrue  these 
liabilities  and  expenditures.    Departments  should  follow  state 
accounting  policy  to  ensure  consistency  and  comparability  of 
accounting  records.   The  department  should  record  these 
retirement  expenditures  and  liabilities  in  the  proper  fiscal  year. 


Recommendation  #5 


We  recommend  the  department  record  retirement  expendi- 
tures in  the  proper  fiscal  year  in  accordance  with  state 
accounting  policy. 
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License  Tab 
Comparison 


The  Registrar's  Bureau  issues  license  tabs  to  the  counties  for 
registration  of  motor  vehicles.    The  bureau  records  the  tab 
numbers  issued  to  each  county  and  requests  the  counties  submit 
a  year-end  inventory  of  vehicle  tabs.    However,  no  comparison 
between  the  state  and  county  records  is  completed,  and  the 
bureau  has  no  way  of  determining  if  tabs  are  accounted  for  and 
adequately  safeguarded.    An  adequate  system  oT  control  over 
license  tabs  would  act  as  a  deterrent  to  loss  or  misuse  of  license 
tabs.    In  addition  to  providing  better  control  over  registration 
tabs,  comparisons  could  be  used  as  a  basis  to  perform 
reasonableness  tests  of  vehicle  registration  fees  collected  by  the 
counties  for  the  state. 


In  our  prior  three  audits  of  the  department,  we  recommended 
the  department  perform  periodic  comparisons  of  inventory 
amounts  reported  by  the  counties  to  the  department's  inventory 
records.    Agency  officials  indicated  that  an  automated  process 
called  License  Tab  Management  System  was  to  have  been  imple- 
mented as  part  of  the  computerized  registration  system 
established  at  12  counties.   The  system  was  scheduled  to  be  in 
operation  in  fiscal  year  1988-89.   The  system  was  to  provide  the 
department  with  an  on-line  record  of  tabs  issued,  lost,  or 
destroyed.   The  automated  inventory  comparison  portion  of  the 
system  was  dropped  when  problems  occurred  during  the  imple- 
mentation that  would  have  caused  delays  in  the  rest  of  the 
system.    Until  the  system  was  operational  and  could  provide  the 
department  with  an  automated  comparison,  we  recommended  a 
manual  comparison  be  completed.   However, the  department  did 
not  perform  a  manual  comparison  based  on  the  assumption  the 
new  system  would  be  in  place.   The  department  began  imple- 
mentation of  the  Tab  Management  System  in  calendar  year  1990. 

Since  the  department  is  the  only  state  agency  with  access  to  the 
information  necessary  to  analyze  the  county  data,  we  believe  it 
has  the  responsibility  to  implement  procedures  ensuring  tabs  at 
the  counties  are  compared  to  those  issued  by  the  bureau.  The 
department  should  apply  the  comparison  to  all  counties  through 
either  manual  or  computerized  methods. 
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Recommendation  #6 

We  recommend  the  department  compare  state  and  county 
vehicle  license  tab  inventories. 
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Summary  of  Independent  Auditor's  Report 


Summary  of 
Independent  Auditor's 
Report 


The  independent  auditor's  report  is  intended  to  convey  to  the 
reader  of  the  financial  schedules  the  degree  of  reliance  that  can 
be  placed  on  the  amounts  presented.   The  financial  schedules  are 
prepared  from  SBAS  without  adjustments. 


We  included  two  additional  paragraphs  in  the  Independent 
Auditor's  Report  to  qualify  our  opinion  on  the  department's 
schedules  because  of  the  effects  of  improperly  recording  funds 
for  the  Highway  Patrol  Retirement  System.   The  reader  should 
use  caution  when  using  the  financial  information  in  the 
Schedule  of  Changes  in  Fund  Balances  and  the  Schedule  of 
Revenue  and  Transfers  In  by  Class  and  Fund  -  Estimate  and 
Actual. 


Page  16 


LEGISLATIVE  AUDITOR: 
SCOTT  A.  SEACAT 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 


STATE  OF  MONTANA 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS; 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial'Compllance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  financial  schedules  of  the  Department 
of  Justice,  including  Crime  Control  Division  and  Highway  Traffic  Safety  Division, 
for  each  of  the  two  years  ending  June  30,  1988  and  1989,  as  shown  on  pages  19 
through  26.   The  information  contained  in  these  schedules  is  the  responsibility  of 
the  department's  management.   Our  responsibility  is  to  express  an  opinion  on  these 
financial  schedules  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing 
standards.   Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain 
reasonable  assurance  about  whether  the  financial  schedules  are  free  of  material 
misstatement.    An  audit  includes  examining,  on  a  test  basis,  evidence  supporting 
the  amounts  and  disclosures  in  the  financial  schedules.    An  audit  also  includes 
assessing  the  accounting  principles  used  and  significant  estimates  made  by  man- 
agement, as  well  as  evaluating  the  overall  financial  schedule  presentation.    We 
believe  that  our  audit  provides  a  reasonable  basis  for  our  opinion. 

As  described  in  Note  1  to  the  financial  schedules,  the  department's  finan- 
cial schedules  are  prepared  in  accordance  with  state  accounting  policy.    Accord- 
ingly, the  accompanying  financial  schedules  are  not  intended  to  present  the  finan- 
cial position  and  results  of  operations  in  conformity  with  generally  accepted 
accounting  principles. 

As  noted  in  footnote  6,  the  department  did  not  properly  account  for  fund- 
ing of  the  Highway  Patrol  Retirement  System.    As  a  result,  revenues  are  under- 
stated by  $645,131  and  expenditures  are  understated  by  $537,106  in  the  Special 
Revenue  Fund  in  fiscal  year  1987-88.    Revenue  and  expenditures  are  also  over- 
stated in  the  Pension  Trust  Fund  in  fiscal  year  1987-88  by  $645,131  and  $645,210, 
respectively. 
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In  our  opinion,  except  for  the  effects  of  the  matter  discussed  in  paragraph 
four,  the  Schedule  of  Changes  in  Fund  Balances  and  Schedule  of  Budgeted  Reve- 
nue and  Transfers  In  By  Class  and  Fund  -  Estimate  and  Actual  present  fairly  the 
results  of  operations  and  the  changes  in  fund  balances  of  the  Department  of 
Justice,  including  Crime  Control  Division  and  Highway  Traffic  Safety  Division, 
for  the  two  fiscal  years  ended  June  30,  1989,  in  conformity  with  the  basis  of 
accounting  described  in  Note  1. 

In  our  opinion,  the  Schedules  of  Budgeted  Program  Expenditures  by 
Object  and  Fund  -  Budget  and  Actual  present  fairly,  in  all  material  respects,  the 
results  of  operations  of  the  Department  of  Justice,  including  Crime  Control  Divi- 
sion and  Highway  Traffic  Safety  Division,  for  the  years  ending  June  30,  1988  and 
1989,  respectively,  in  conformity  with  the  basis  of  accounting  described  in  Note  I. 

Respectfully  submitted, 

James  Gillett,  CPA 
Deputy  Legislative  Auditor 


November  22,  1989 
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DEPARTMENT  OF  JUSTICE 

INCLUDING  CRIME  CONTROL  DIVISION 

AND  HIGHWAY  TRAFFIC  SAFETY  DIVISION 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCES 

FOR  THE  TUO  FISCAL  YEARS  ENDED  JUNE  30.  1989 

Special     Internal 
Revenue     Service     Pension 
General  Fund     Funds        Funds     Trust  Funds 

FUND  BALANCE:  July  1,  1987  $     -0-    $   327.775   $  42.800    $   -0- 


1,683,223 

9,181,390 

451,757 

3,578 

12,413 

645,131 

3,939,649 

9,040, 188^ 

9,273 

43,514 

45 

62 

163,356 

2,068 

1,741,993 

10,608,137 

481,677 

5,604 

26,713 

7,324 

1,039,750^ 

9,854 

79 

3,928,841 

9,573,032' 

316,223 

(198,283) 

670 

264 

39.807.367 

11.319.547 

945.401 

645.210 

ADDITIONS 
Fiscal  Year  1987-88 
Budgeted  Revenue  &  Transfers  In 
Nonbudgeted  Revenue  &  Transfers  In 
Support  From  State  Of  Montana 
Cash  Transfers  In 
Prior  Year  Expenditure  Adjustments 
Direct  Entries  To  Fund  Balance 

Fiscal  Year  1988-89 

Budgeted  Revenue  &  Transfers  In 

Nonbudgeted  Revenue  &  Transfers  In 

Direct  Entries  To  Fund  Balance 

Support  From  State  Of  Montana 

Cash  Transfers  In 

Prior  Year  Revenue  Adjustments 

Prior  Year  Revenue 

Prior  Year  Expenditure  Adjustment 

Prior  Year  Transfer  In  Adjustment 

Total  Additions 


REDUCTIONS 
Fiscal  Year  1987-88 

Budgeted  Expenditures  &  Transfers  Out    5,598,863    19,410,811     441,329 
Prior  Year  Expenditure  Adjustments         26,952 
Prior  Year  Revenue  Adjustments  9,970        8,551 

Nonbudgeted  Expenditures  &  Transfers  Out  15,316 

Nonbudgeted  Prior  Year  Expenditure 

Adjustment  (8,025) 

Cash  Transfers  Out  645,210 

Prior  Year  Expenditures  (41,884) 

Fiscal  Year  1988-89 

Budgeted  Expenditures  &  Transfers  Out 

Prior  Year  Expenditures 

Prior  Year  Expenditure  Adjustments 

Prior  Year  Revenue  Adjustments 

Nonbudgeted  Expenditures  &  Transfers  Out 

Nonbudgeted  Prior  Year  Expenditure 

Adjustments 
Total  Reductions 

FUND  BALANCE:  June  30,  1989 

See  footnote  7  on  page  25. 

2 

See  footnote  8  on  page  26. 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.   Additional 
information  is  provided  in  the  notes  to  the  financial  schedules  on  pages  23  through  26. 
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5,651,269 

3,193 

28,989 

311 

19,816,765 
(198,284) 
46,054 

455,372 

1,337 

(149) 

4.487 
909,667 

$  78.534 

11.319.547 

;     -0- 

39.042.013 
$  1.093.129 

645.210 
$    -0- 

DEPARTMENT  Of  JUSTICE 

IWCLUDIHG  CRIME  CONTROL  DIVISION  AND  HIGHUAY  TRAFflC  SAFETY  DIVISION 

SCHEDULE  OF  BUDGETED  REVENUE  &  TRANSFERS  IN  BY  CLASS  AND  FUND  -  ESTIMATE  &   ACTUAL 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1989 


Licenses 

Charges 

and 

For 

Permits 

Services 

Fiscal  Year  1988-89 

GENERAL  FUND 

Estimated  Revenue 

$  804,000 

$925,000 

Actual  Revenue 

788.790 

918.836 

Collections  Over 

(Under)  Estimate 

$  (15.210) 

$  (6,164: 

SPECIAL  REVENUE  FUND 

Estimated  Revenue 

$6,247,000 

$364,593 

Actual  Revenue 

5.907.820 

330.061 

Collections  Over 
(Under)  Estimate 


Federal 

Indirect  Sale  of 

Cost  Documents  S 

Recoveries  Merchandise 


$19,000 
18.799 


$  (339,180)   $(34,532) 


$  12,500 
15,568 

$  3,068 


$  56,000 
42.240 

$(13.760) 


Miscellaneous 


$  1,000 
0 

$(1.000) 


Grants, 
Contracts, 
Donations 


$344,772 
339,635 


Federal 


$  5,073,339 
3,988,381 


Total 


$  1,761,500 
1,741,993 


(19,507) 


$12,085,704 
10,608.137 


$  (5,137)    $(1,084,958)   $(1,477,567) 


INTERNAL  SERVICE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 


$493,454 
481,677 


$   493,454 
481,677 

$   (11.777) 


Fiscal  Year  1987-88 

GENERAL  FUND 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 

SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections  Over 
(Under)  Estimate 

INTERNAL  SERVICE  FUNDS 
Estimated  Revenue 
Actual  Revenue 
Col  lections  Over 
(Under)  Estimate 


$  801,000    $1,177,200    $19,000 
790.806      863.740 


$  (10,194)   $  (313,460) 


$4,814,000    $  365,000 
4,454,153      319,750 

$  (359,847)   $  (45,250) 


$  500,000 
451,757 


t  (48,243) 


;i9,ooo 

18,787 

$11,000 
9,890 

$  5,000 
0 

$  2,013,200 
1,683,223 

;  (213) 

$p,110) 

$(5,000) 

$  (329,977) 

$57,000 
53,435 

$11,826 
2,987 

$346,722 
375,452 

$  5,176,078 
3,975,613 

$10,770,626 
9,181,390 

$(3,565) 

$(8,839) 

$  28,730 

$(1,200,465) 

$(1,589,236) 

$   500,000 
451,757 

$   (48,243) 

This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  23  through  26. 
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DEPHRTHEUT    OF    JUSTICE 


INCLUDING 

CRIME  CONTROL  DIVISION  AND  HIGHUAY  TRAFFIC  SAFETY  I 

MVISION 

SCHEDULE 

OF  BUDGETED 

PROGRAM  EXPENDITURES 

Br  OBJECT  AND  FUND 

•  BUDGET  AND  ACTUAL 

FOR  THE 

FISCAL  YEAR 

ENDED  JUNE  30. 

1989 

Justice 

County 

Agency 

Driver 

Law 

County 

Law 

Fire 

Criminal 

Special 

Extradition 

Highway 

System 

Legal 

Indian  Legal 

Prosecutor 

Legal 

Services 

Highway 

Registrar's 

Enforcement 

Attorney 

Enforcement 

Marshal 

Identification 

Investigation 

Investigation 

Central 

Data 

&  Transp 

Forensic 

Traffic 

Support 

Services 

Jurisdiction 

Services 

Services 

Bureau 

Patrol 

Bureau 

Services 

Payrol I 

Academy 

Bureau 

Bureau 

Bureau 

Section 

Services 

Processing 

Prisoner 

Science 

Safety 

Service 

Total 

PERSONAL  SERVICES 

$566,260 

%   50,428 

%   80,694 

1287,477 

11,366,398 

I   5,955,851 

11,049,103 

$60,318 

$841,873 

$215,425 

$216,541 

$136,725 

$  96,244 

$374,203 

$215,392 

$352,429 

$371,029 

$  220,034 

$  384,890 

$12,841,314 

Hourly  Wages 

62,589 

62,589 

Other  Coffpensation 

1,350 

1,350 

Employee  Benefits 

T 09. 205 

10.333 

15.195 

57.134 

322.685 

1.552.874 

245.939 

12.403 

118.136 

44.331 

45.996 

29.808 

19.322 

82.339 

518.524 

71.353 

75.228 

41.547 

81.038 

3.453.190 

Total 

675.465 

60.761 

95.889 

344.611 

1.751.672 

7.508.725 

1.295.042 

72.721 

960 . 009 

259.756 

262.537 

166.533 

115.566 

456,542 

733.916 

423.782 

446.257 

261.381 

467.278 

16.358.443 

OPERATING  EXPENSES 

Contracted  Services 

40,450 

8,989 

511 

55,234 

270,161 

382,487 

393,286 

327 

118,822 

9,064 

41,351 

4,959 

18,720 

58,331 

323,005 

43.169 

147,495 

80.841 

1,997,202 

Supplies  &  Materials 

28,453 

1,062 

2.992 

7,357 

47,511 

545,680 

27,824 

981 

35,045 

13,745 

2,780 

7,423 

22,069 

7,345 

10,434 

$    275 

60,804 

4,814 

15,697 

842,291 

Conmunications 

23,888 

1,018 

4,542 

7,632 

92,140 

195,470 

200,449 

1,637 

13,370 

12,497 

8,884 

10,762 

28,269 

7,291 

28,974 

13 

17,968 

6,479 

21,077 

682,360 

Travel 

15,341 

1,316 

5,405 

17,562 

50,739 

305,829 

4,891 

825 

1,690 

10,617 

3,550 

5,535 

34,604 

75 

5,168 

186,909 

26,005 

10,268 

46,172 

732,501 

Rent 

22,473 

2,979 

7,862 

85,198 

64,532 

5,365 

3,396 

4,297 

7,152 

8,263 

7,208 

39,617 

10,916 

6,462 

69,170 

10,366 

23,314 

398,570 

Utilities 

3,405 

10,298 

11,919 

10,814 

1,235 

13,290 

8,949 

59,910 

Repair  &  Maintenance 

9.141 

2,262 

2,958 

44,151 

248,922 

45,257 

571 

24,472 

3,364 

1,914 

2.549 

11,862 

1,870 

60,512 

23,696 

2,225 

2,742 

488,468 

Other  Expenses 

11,135 
150.881 

955 
13.340 

397 
19.088 

1.823 

100.428 

5,273 
598.578 

71.668 
1.824.886 

26.289 
715.280 

1.328 
9.065 

6.774 
215.284 

1.727 
58.166 

680 
67.422 

4,437 
42.873 

46.936 
203.312 

343 
66.171 

2.236 

450.081 

23.476 
293.237 

2.921 
164,568 

5.425 
195.268 

213,823 

Total 

187.197 

5,415,125 

EOUIPMENI  AND  INTANGIBLE  ASSETS 

Equipment 

2,996 

997 

9,087 

88,983 

1,065,906 

49,549 

10,432 

10,663 

399 

13,259 

54,018 

14,760 

3,852 

42,002 

685 

3,567 

1,371,355 

Intangible  Assets 

375 
3.371 

1.161 
10.248 

2,879 
1.068.785 

3.354 
52.903 

2.921 
17.681 

Total 

997 

88.983 

10.432 

10.663 

399 

13,259 

54.018 

3.852 

42.002 

885 

3.567 

1.382.045 

LOCAL  ASSISTANCE 

166.350 

166.350 

Frofli  Other  Income  Sources 

166.350 

Total 

GRANTS 

908.511 

1.401.858 

2.310.369 

From  Federal  Sources 

906.511 

1.401.658 

2.310.369 

Total 

BENEFITS  S.   CLAIMS 

291.074 

291.074 

Total 

291.074 

291.074 

TOTAL   PROGRAM  EXPENOMURES 

GENERAL    FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL    REVENUE    FUND 
Bixjgeted 
Actual 
Unspent  Budget  Authority 

INTERNAL   SERVICE   FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 


$829,717 

$  74.101 

$115,974 

$825,073 

$102,467 

$116,334 

807.627 

74.101 

115.974 

$  17.246 

$  28.366 

$    360 

$  21,690 

21.690 

$     0 

$1,731,881 

1.711.865 

$       20.016 


$     795,953     $10,519,763       $2,112,472 

727.368       10.402.396         2.063.225 

$       68.585     $       117.367       $       49.247 


$81,786 

$960,009 

$485,472 

$331,366 

$234,354 

$82,364 

$962,463 

$  93,316 

$331,335 

1234,588 

81.786 

960.009 

77.720 

329.022 

233.492 

$   598 

$  2.454 

$  15.596 

$  2.313 

$  1,0.96 

$426,796 

$  6,205 

$  10,812 

407.752 

2.344 

862 

$  19.044 

$  3.861 

$  9.950 

$151,527 

150.594 

$         933 


$134,348 

21.104 

$113.244 


$809,180 

713.872 

$  95.308 


$365,190 

362.998 

$     2.192 


$553,833 

474.685 

$  79.146 


$207,337 

167.197 

$  20.140 


$885,503 
877.715 
$     7.788 


$764,734 

781.496 

t     3.238 


$     302,400 

166.350 

$     136.050 


$1,426,219 
$1.355.345 
$       70.874 


412,649 
392.334 


$3,317,325 

1.966.711 

$1.350.614 


85 
85 


$781.496        $1.521.695         $2.359.045         $25.923.406 


$  5,918,944 

5.651.269 

$       267.675 


$21,805,033 

19.816.765 

$  1.988.268 


493,539 
455.372 


This  schedule  is  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on  pages  23  through  26. 
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DEPARTMENT  OF  JUSTICE 

IMCLUDIHG  CRIME  CQHTRQL  DIVISIOM  AND  HIGHUAY  TRAFFIC  SAFETY  OIVISIOW 

SCHEDULE  OF  BUDGETED  PROGRAM  EXPENDITURES 

BY  09JECT  AND  FUND  -  BUDGET  AND  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1968 


PERSONAL  SERVICES 
Salaries 
Hourly  Wages 
Other  Compensation 
Employee  Benefits 
Total 

OPERATING  EXPENSES 
Contracted  Services 
Supplies  &  Materials 
Conrnunications 
Travel 
Rent 

Utilities 

Refjair  &  Maintenance 
Other  Expenses 
Total 

EQUIPMENT  AND  INTANGIBLE  ASSETS 
Equipment 
Intangible  Assets 
Total 

CAPITAL  OUTLAY 
Bui Idings 
Total 

LOCAL  ASSISTANCE 

From  Other  Income  Sources 
Total 

GRANTS 

From  Federal  Sources 
Payments  To  Group  Homes 
Total 


Board 

County 

Agency 

Driver 

Law 

Couni 

:y 

Lay 

Fire 

Criminal 

Special 

Extradition 

Highway 

Board 

of  Crime 

Legal 

Indian  Legal 

Prosecutor 

Legal 

Services 

Highway 

Registrar's 

Enforcement 

Attorney 

Enforcement 

Marshal 

Identification 

Investigation 

Investigation 

Central 

Data 

&  Transp. 

Forensic 

Traffic 

of  Crime 

Control 

Jurisdiction 
I  50,229 

Services 
$  98,737 

Services 
1294,267 

Bureau 
$1,354,311 

Patrol 
$  6,011,979 

Bureau 

Services 
$59,740 

Payroll 
$625,026 

Academy 
$245,304 

Bureau 
$205,562 

Bureau 

Bureau 

Section 

Services 
$222,034 

Processing 
$340,758 

Prisoners 

Science 
$319,201 

Safety 
$  214,671 

Control 
$  388,525 

Action 

1562,624 

%   1,016,570 

$134,211 

$118,588 

$276,815 

$12,741,152 

63,561 

1,725 

63,561 
1,725 

106.235 

10.028 

18.507 

57.407 

310.759 

1.461.951 

239.077 

11.466 

115, 

,836 

49.469 

42.226 

28.955 

23.573 

56.651 

44.664 

68.904 

63.385 

40.419 

80.639 

2.830.351 

668.859 

60.257 

117.244 

351.674 

1.728.631 

7.473.930 

1.255.647 

71.206 

940, 

,862 

294.773 

247,786 

163.166 

142.161 

335.666 

266.698 

409,662 

382.586 

255.090 

470.889 

15.636.789 

25,608 

61,529 

1,127 

38,633 

289,360 

309,355 

446,565 

53 

106,277 

12,344 

41,568 

6,930 

47,672 

84,356 

339,398 

$    257 

72,583 

160,253 

59,110 

$  3,190 

2,110,188 

29,368 

1,128 

3,473 

8,938 

41,204 

544,199 

25,003 

1,210 

31,037 

11,265 

2,575 

6,347 

22,431 

5,426 

9,484 

160 

49,693 

4,832 

14,970 

6,000 

820,743 

23,841 

770 

6,973 

4,206 

81,082 

163,572 

176,309 

1,239 

16,212 

10,097 

8,851 

9,907 

22,832 

6,490 

27,262 

20,945 

6,370 

18,156 

105 

607,219 

17,063 

1,567 

3,618 

16,963 

53,511 

314,436 

2,869 

2,056 

16,391 

12,123 

2,205 

12,130 

28,494 

1.140 

5,203 

146,438 

39,301 

6,672 

40,481 

7,049 

731,710 

24, SOS 

2,943 

8,484 

75,357 
3,016 

63,491 
8,452 

5,262 
11,544 

3,289 

115,583 
3,479 

7,476 

8,567 

7,151 

46,899 
865 

11,778 

6,594 
12,648 

89,752 
7,181 

10,053 

20,938 

508,145 
47,185 

5,133 

1,576 

4,001 

39,926 

250,650 

45.607 

573 

9,346 

4,629 

1,504 

1,654 

10,743 

4,412 

53,416 

22,716 

1,354 

2,563 

573 

460,376 

8.526 

1.125 
66.119 

245 
19.955 

853 
82.078 

7.619 
591.075 

54.704 
1.706.659 

22,826 
736.027 

1,309 
9.729 

1,758 
302.083 

1.852 
59.786 

1.338 
66.608 

5,030 
51.149 

54.517 
234,453 

560 
114.162 

1.285 
455,290 

8.760 
310.931 

1.536 
195.070 

5.197 
161.415 

100 
17.017 

178.942 

133,847 

146,855 

5,464,508 

1,149 

7,084 

111,635 

980,547 

5.775 

986.322 

37,977 

286 

8,220 
1.264 
9.484 

15,263 

3,833 

13,209 

116,331 

424 

118.755 

4,163 

12,307 

63,117 

465 

12,530 

16,097 

1,406,233 
7.463 

1.149 

7,064 

111.635 

37.977 

286 

15.263 

3,833 

13.209 

4.163 

12.307 

63.117 

465, 

12.530 

16.097 

1.413.696 

248.000 

248.000 

248.000 

76.050 
76.050 

719,941 

1,516,043 
14.372 

13,979 

248.000 

76.050 
76.050 

2,249,963 
14.372 

719.941 

1.530.415 

13.979 

2.264.335 

BENEFITS  i   CLAIMS 
To  Individuals 
Total 

TOTAL  PROGRAM  EXPENDITURES 

GENERAL  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

SPECIAL  REVENUE  FUND 
Budgeted 
Actual 
Unspent  Budget  Authority 

INTERNAL  SERVICE  FUNDS 
Budgeted 
Actual 
Unspent  Budget  Authority 


$785,841     $165,579 

781.820      126.376 

$  4.021     $  39.203 


$  22,035 
22.035 

$ g 


»137.199    $440.836   $2.431.341   $10.169.111  $  2.031.651 


$139,181 

137.199 

$  1.982 


$492,562 
440.836 
$  51.726 


$1,657,783 

1.814.599 

$   43.184 


$  751,600   $10,297,357  $  2,079,923 

616.742    10.169.111    2.031.651 

$  134.858   $   126.246  $    46.272 


$81,221 

$940,862 

$654,340 

$322,837 

$233,607 

$62,162 
81.221 
$   941 

$944,317 

940.662 

$  3.455 

$865,316 
854.340 
$  10.976 

$315,827 

315.690 

$    137 

$  13,352 

7.147 
$  6.205 

$236,734 

233.607 

$  3,127 

$179,805 

176.960 

$  2.845 


347.625 

$385,043 

$877,259 

$146,855 

$756,634 

$1, 

.246.616 

$2,522,674 

$360,964 

358,760 

$  2.204 

$147,321 

146,855 

$    466 

$ 
$~ 

277,200 

76.050 

201.150 

$  420,742 

408.864 

$   11.878 

$795,696 

686,874 
$106..822 

$  35,200 

25,790 

$  9.410 

$891,851 
677,259 
$J4,592 

$816,459 

756.634 
$  59.825 

$1 
I 
$~ 

,177,732 

.170.566 

7.166 

$3,055,672 

2.114.010 

$  941.662 

$    578 

493 

$47,093 

347.625 
347.625 

$25,451,003 

$  5,913,456 

5.596.863 

$   314.593 

$47,566 
47.093 

$20,998,395 
19.410.811 

$   493 

$  1.587.584 

$   493,140 
441.329 

$    51.811. 

IhrLih^S""  *'  '"""^'""'  "'°"  "*"  Statewide  Budgeting  and  Accounting  System.  Additional  information  is  provided  in  the  notes  to  the  financial  schedules  on  pages  23 
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DEPARTMENT  OF  JUSTICE 

INCLUDING  CRIME  CONTROL  DIVISION 

AND  HIGHWAY  TRAFFIC  SAFETY  DIVISION 

NOTES  TO  THE  FINANCIAL  SCHEDULES 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30.  1989 

1.  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

Basis  of  Presentation 

The  financial  schedules  are  prepared  from  the  Statewide  Budgeting  and 
Accounting  System  without  adjustments.   Accounts  are  organized  on  the  basis  of 
funds  according  to  state  law.   The  following  fund  types  are  used  by  the  depart- 
ment: 

General  Fund  -  accounts  for  all  financial  resources  except  those  required 
to  be  accounted  for  in  another  fund. 

Special  Revenue  Fund  -  accounts  for  the  proceeds  of  specific  revenue 
sources  that  are  legally  restricted  to  expenditures  for  specific  purposes. 
Legislative  appropriation  is  required  to  spend  from  this  fund. 

Internal  Service  Fund  -  accounts  for  operations  that  provide  goods  or 
services  to  other  agencies  or  departments  on  a  cost-reimbursement  basis. 
At  the  Department  of  Justice  the  Internal  Service  Fund  includes  Agency 
Legal  Services  Accounts. 

Pension  Trust  Fund  -  accounts  for  assets  held  in  a  trustee  capacity. 
Highway  Patrol  Retirement  funds  are  accounted  for  in  this  fund  in  fiscal 
year  1987-88. 

Basis  of  Accounting 

The  state  of  Montana  uses  the  modified  accrual  basis  of  accounting, 
described  in  the  Montana  Operations  Manual,  to  account  for  the  General  and 
Special  Revenue  Funds. 

Under  the  modified  accrual  basis  of  accounting,  expenditures  are  recorded 
for  valid  obligations.    A  valid  obligation  exists  when  the  associated  liability  is 
incurred  and  includes  the  following  items  which  are  also  considered  valid  obliga- 
tions under  state  accounting  policy. 

If  the  appropriation  provided  funds  to  complete  a  given  project, 
the  entire  amount  of  a  service  contract  may  be  accrued  even 
though  the  services  are  rendered  in  a  fiscal  year  subsequent  to  the 
fiscal  year  in  which  the  expenditure  is  accrued. 
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Equipment  expenditures  may  be  accrued  in  the  fiscal  year  in  which 
a  purchase  order  was  issued. 

Goods  ordered,  but  not  received  as  of  the  fiscal  year-end,  may  be 
accrued  if  the  purchase  order  was  issued  in  the  fiscal  year  in  which 
the  anticipated  expenditure  is  to  be  accrued. 

Revenues  are  recorded  when  they  are  received  in  cash,  unless  susceptible 
to  accrual.  Revenues  are  susceptible  to  accrual  if  they  are  measurable  and  avail- 
able to  finance  expenditures  of  the  current  fiscal  period. 

The  department  uses  the  full  accrual  basis  of  accounting  for  the  Internal 
Service  and  the  Pension  Trust  Funds.    Under  this  basis,  revenue  is  recognized 
when  earned.    Expenses  are  recognized  when  a  valid  obligation,  as  defined  above, 
is  incurred. 

2.  PENSION  PLAN 

Employees  are  covered  by  the  Montana  Public  Employees'  Retirement 
System  (PERS)  and  the  Highway  Patrol  Retirement  System  (HPRS).   The  depart- 
ment's recorded  contributions  to  these  plans  were  $1,333,160  and  $1,790,813  for 
fiscal  years  1987-88  and  1988-89,  respectively. 

3.  GENERAL  FUND  BALANCE 

The  General  Fund  is  a  single  account  with  one  statewide  fund  balance. 
Agencies  have  the  authority  to  pay  obligations  from  the  statewide  General  Fund  as 
long  as  they  stay  within  their  appropriation  limits.   Thus,  on  an  agency  schedule, 
the  beginning  and  ending  fund  balance  will  always  be  zero  for  the  General  Fund. 

4.  ANNUAL  AND  SICK  LEAVE 

Employees  at  the  department  accumulate  both  annual  and  sick  leave. 
Employees  are  paid  for  100  percent  of  unused  annual  and  25  percent  of  unused 
sick  leave  credits  upon  termination.   Accumulated  unpaid  liabilities  for  annual  and 
sick  leave  are  not  reflected  in  the  presented  financial  schedules  of  the  Department 
of  Justice.    Expenditures  for  termination  pay  are  absorbed  in  the  annual  opera- 
tional budgets  of  the  department.    At  June  30,  1989,  the  department  had  an 
approximate  liability  of  $2,261,163  for  annual  and  sick  leave. 
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5.  LAW  ENFORCEMENT  ACADEMY 

The  50th  Legislature,  in  House  Bill  2,  in  1987  directed  the  department  to 
purchase  the  modular  facilities  in  Bozeman  housing  the  Law  Enforcement 
Academy.   On  June  29,  1987  the  department,  operating  under  a  lease  agreement, 
exercised  its  option  to  purchase  the  facility.   A  preliminary  injunction,  issued 
July  18,  1987  by  a  district  court  judge,  prohibited  the  state  from  proceeding  with 
the  purchase  of  the  leased  facilities.   The  Supreme  Court  ruled  in  favor  of  the 
state  in  March  1988  and  the  injunction  was  lifted.    Purchase  of  the  Bozeman 
facility  was  completed  April  8,  1988  at  a  cost  to  the  department  of  $248,000. 

6.  HIGHWAY  PATROL  RETIREMENT  SYSTEM  (HPRS)  CHANGES 

The  department  did  not  record  $645,131  of  revenue  and  $537,106  of 
expenditures,  related  to  the  HPRS,  in  the  Special  Revenue  Fund  in  fiscal  year 
1987-88.    In  fiscal  year  1988-89,  the  revenues  and  expenditures  were  recorded  in 
the  Special  Revenue  Fund.   The  Highway  Patrol  Program  was  charged  for 
$772,323  of  the  total  contribution  and  Central  Services  Program  was  charged  for 
the  remaining  $474,487  based  on  the  appropriations. 

The  51st  Legislature  in  1989  clarified  statutes  funding  the  Highway  Patrol 
Retirement  System.   The  state  pays  26.75  percent  of  HPRS  members  salaries  to  the 
retirement  fund.   Of  the  26.75  percent,  10.18  comes  from  drivers'  license  fees  and 
the  remaining  16.57  percent  comes  from  gasoline  and  diesel  fuel  taxes. 

One  third  of  all  revenue  from  drivers'  license  sales  is  required  to  be 
reserved  for  use  in  making  payments  to  HPRS.   Reserving  one  third  of  drivers' 
license  fees  for  use  in  paying  HPRS  contributions  and  paying  10.18  percent  of 
members  salaries  into  HPRS  results  in  either  a  rising  or  falling  fund  balance  in  the 
Special  Revenue  Fund.    Fund  balance  rises  if  one  third  of  drivers'  license  sales 
exceed  the  amount  required  to  be  paid  to  HPRS  (10.18  percent  of  members  sal- 
aries) or  falls  if  revenue  does  not  meet  required  contributions.    Since  fiscal  year 
1985-86,  this  difference  has  resulted  in  the  accumulation  of  $514,374  in  cash  and 
fund  balance  in  the  Special  Revenue  Fund  account  established  to  record  the  trans- 
actions. 

7.  CASH  TRANSFERS 

The  operations  of  the  Montana  Highway  Patrol  are  funded  from  money 
collected  as  gasoline  and  diesel  fuel  tax  receipts.   This  money  is  collected  by  the 
Department  o5  Revenue  and  recorded  as  revenue  to  the  state  at  the  time  of  collec- 
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tion.   To  avoid  duplicate  recording  of  the  same  revenue  on  the  state's  accounting 
records,  the  state's  accounting  system  records  the  cash  in  a  Department  of  Justice 
account.   These  cash  transfers  are  shown  on  the  Schedule  of  Changes  in  Fund 
Balance  for  the  two  years  ended  June  30,  1989  on  page  19. 

8.  GAMING  CONTROL 

The  department  assumed  the  statutory  responsibility  for  regulating  the 
state's  gaming  industry  on  July  1,  1989.   The  assets  and  related  fund  balance  of 
the  program  were  transferred  from  the  Department  of  Commerce  to  the  Depart- 
ment of  Justice  at  the  end  of  fiscal  year  1988-89.    As  a  result,  fund  balance  in  the 
Special  Revenue  Fund  at  June  30,  1989  includes  $1,035,930  related  to  the  gaming 
control  program. 
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ATTORNEY  GENERAL 

STATE  OF  MONTANA 


Marc  Racicot  Justice  Building 

Attorney  General  Helena,  Montana  59620 


March    7,    1990 


Mr.  Scott  A.  Seacat 

Legislative  Auditor 

Office  of  the  Legislative  Auditor 

State  Capitol  Building 

Helena,  Montana  59620 

Dear  Mr,  Seacat: 

Following  are  the  responses  of  the  Department  of  Justice  to  the 
audit  for  Fiscal  Years  1988  and  1989.  The  Crime  Control  Division 
has  submitted,  directly  to  your  office,  their  response  to 
recommendation  #4. 

RECOMMENDATION  #1 

WE  RECOMMEND  THE  DEPARTMENT  CONTINUE  TO  IMPROVE  REVIEW 
PROCEDURES  TO  ENSURE  CONTRACTED  SERVICES  ARE  ADMINISTERED  IN 
ACCORDANCE  WITH  STATE  LAW  AND  POLICY. 

The  Department  concurs.  During  the  previous  fiscal  year,  the 
Department  adopted  the  State  policy  on  contracted  services  as  the 
official  departmental  policy.  The  Central  Services  Division  will 
continue  to  monitor  and  review  contracted  services  for  compliance 
with  State  law  and  policy. 

RECOMMENDATION  #2 

WE  RECOMMEND  THE  DEPARTMENT  COMPLY  WITH  OR  SEEK  LEGISLATION  TO 
REPEAL  STATE  LAW  RELATING  TO  HIGHWAY  PATROL  APPOINTMENTS. 

The  Department  concurs.  The  Department  intends  to  seek  legislation 
to  repeal  the  State  law  relating  to  Highway  Patrol  appointments. 
The  legislation  will  be  prepared  for  and  submitted  during  the  next 
legislative  session. 
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RECOMMENDATION  #3 

WE  RECOMMEND  LEGISLATION  BE  ENACTED  TO  CLARIFY  THE  APPOINTMENT 
AUTHORITY  FOR  THE  HIGHWAY  TRAFFIC  SAFETY  DIVISION 
ADMINISTRATOR. 

Legislation,  if  appropriate,  should  be  prepared  and  submitted  by 
either  the  Governor's  Office  or  the  Office  of  the  Legislative 
Auditor. 


RECOMMENDATION  #5 

WE  RECOMMEND  THE  DEPARTMENT  RECORD  RETIREMENT  EXPENDITURES  IN 
THE  PROPER  FISCAL  YEAR  IN  ACCORDANCE  WITH  STATE  ACCOUNTING 
POLICY. 

The  Department  concurs.  We  will  prepare  an  annual  accrual  to 
properly  report  the  retirement  expenditures  relating  to  the  Highway 
Patrol. 


RECOMMENDATION  #6 

WE  RECOMMEND  THE  DEPARTMENT  COMPARE  STATE  AND  LOCAL  VEHICLE 
LICENSE  TAB  INVENTORIES. 

The  Department  will  continue  to  prepare  annual  calculations  to 
determine  the  reasonableness  of  vehicle  registration  fees  collected 
by  the  counties  for  the  state. 

The  Department  also  began  implementation  of  the  Tab  Management 
System  during  calendar  year  1990.  The  Tab  Management  System  will 
provide  to  the  counties  information  regarding  the  numerical 
sequence  of  tabs  issued  to  the  counties  by  the  state,  as  well  as, 
the  numerical  sequence  of  tabs  issued  by  the  counties.  This 
information  should  allow  the  counties  to  account  for  and  adequately 
safeguard  the  license  tabs  under  their  control.  Adequate  control 
of  unissued  license  tabs  must  be  the  responsibility  of  the  agency 
with  physical  access  to  the  tabs,  i.e.  the  counties. 

My  staff  and  I  would  like  to  thank  you  and  your  staff  for  the 
professional  manner  in  which  the  audit  was  performed. 

Sincerely  yours. 


Marc  Racicot 
Attorney  General 
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STATE  OF  MONTANA 

DEPARTMENT  OF  JUSTICE 

BOARD  OF  CRIME  CONTROL 

Marc  RacicoJ  A/^^j-i«iiif  i  303  Norlh  Kolurls 

A»torne>  General  ''JaSsl^^i-^^^l'  Siod  Hart  Huilclinjj 

Helena,  MI  5%20 

March  6,  1990  HErci  -  . 

Mr.  Scott  A.  Seacat  ^■■^''^'''-  f%o,u,.^  /;     ■  . 

Legislative  Auditor  ■""" 

Office  of  the  Legislative  Auditor 
State  Capitol  Building 
Helena,  Ml     59520 

Dear  Mr.  Seacat; 

Our  response  to  the  recently  completed  audit  is  as  follows: 

RECOMMENDATION  #4 

WE   RECOMMEND  THAT  THE  CRIME  CONTROL   DIVISION   RECOVER   ALL 
ALLOWABLE  INDIRECT  COSTS  OF  ADMINISTERING  FEDERAL  PROGRAMS. 

OUR  RESPONSE 

WE  WILL   PREPARE  AN    INDIRECT  COST   PLAN   AND   SUBMIT   IT  TO   OUR 
COGNIZANT  FEDERAL  AGENCY  FOR  APPROVAL. 

Our  agency  administers  federal  grant  programs  that  provide  aid  to  the  criminal  justice 
system  or  crime  victims.  Some  of  the  block  grants  do  not  permit  administrative  costs, 
the  grants  that  do  permit  administrative  costs  restrict  them  to  percentages  that  range 
from  27c  to  10%  of  the  block  grant  award.  For  the  majority  of  the  grants  we  administer, 
v/e  recover  the  maximum  administrative  costs  allowable  and  no  additional  funds  will  be 
recovered  as  a  result  of  preparing  and  negotiating  an  indirect  cost  plan.  For  those 
grants  in  which  the  maximum  administrative  costs  were  not  recovered,  the  funds  were 
passed  through  to  state  and  local  governments  in  the  form  of  sub-grants  and  were  still 
of  benefit  to  Montana. 

Thank  you  and  if  there  is  anything  further  that  you  need,  please  let  me  know. 


Sincerely  yours, 


Edwin  L.  Hall 
Administrator 


31 
Tel.  (406)  444-3604      Kax  (406)  444-4722 


